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ECOTO 27 

FOR THE SECRETARY AND SECRETARY SHULTZ 
FROM UNDER SECRETARY CASEY 
E. 0.11652: GDS 

TAGS: OCON, ETRD, ENRG, EAGR. EIND, US, EEC 
SUBJECT: MARCH 22-22 US- EC CONSULTATONS: HIGHLIGHTS 

1. SUMMARY. IN OUR CONSULTATIONS WITH THE EUROPEAN 
COMMISSION MARCH 21-22 I SET FORTH A PROPOSAL FOR 
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DEALING WITH THE COMMUNITY' S PREFERENCES TOWARD 
DEVELOPING COUNTRIES AND HEARD THE COMMISSION' S 
APPROACH FOR DEALING WITH OUR CONCERNS IN THIS AREA. 

WE HELD AN EXCHANGE OF VIEWS ON OUR TRADE LEGISLATION 
AND HEARD IN GENERAL TERMS THEIR APPROACH TO THE TRADE 
NEGOTIATIONS. WE AGREED TO QUIET FOLLOW- UP DIS- 
CUSSIONS ON PREFERENCES AND NON- TARIFF BARRIERS. WE 
ALSO EXPLORED USEFULLY THE AGRICULTURAL AREA AND 
HEARD THE NEW COMMISSIONERS' APPROACH TO SHORT TERM 
PROBLEMS IN THAT FIELD. WE ALSO DISCUSSED COOLERATION 
IN THE ENERGY FIELD AND THE COMMUNITY' S INDUSTRIAL 
POLICY. THE ATMOSPHERE WAS FRIENDLY AND CON- 
STRUCTIVE DESPITE THE FACT THAT THE DISCUSSION REVEALED 
SOME IMPORTANT CONTINUING DIFFERENCES. END SUMMMARY. 

2. TRADE. SIR CHRISTOPHER SOAMES CHARACTERIZED 

THE COMMISSION 1 S REACTION TO AN EARLIER PRESENTATION BY 
SECRETARY SHULTZ AND HIS TEAM ON TRADE LEGISLATION 
AS GUARDEDLY POSITIVE. THEY ARE CONCERNED ABOUT THE 
STICKS THAT ACCOMPANY THE CARROTS IN THE PACKAGE 
BUT ARE UNCERTAIN AS TO WHETHER THEY WOULD LIKE THEM 
TO BE DISCRIMINATORY OR NOT. THEY WOULD OBVIOUSLY 
NOT MIND IF THEY KNEW A DISCRIMINATORY STANDARD WOULD 
BE APPLIED TO JAPAN BUT WOULD HAVE A PROBLEM IF 
APPLIED TO ONE COMMUNITY COUNTRY. I STRESSED TO 
PRESIDENT ORTOLI AND TO SOAMES THAT MUCH WILL DEPEND 
ON THE IMPLEMENTATION OF THE LEGISLATION WHICH IN 
TURN WILL DEPEND ON THE EUROPEAN ACTIONS DURING 
THE TIME THE ADMINISTRATION IS PUSHING THE BILL THROUGH 
CONGRESS. 

3. THE COMMISSION IS IN AN ADVANCED STATE OF PRE- 
PARING ITS PROPOSED APPROACH TO THE COUNCIL. 

THEY TOO CONTEMPLATE SUBSTANTIAL LIBERALIZATION AND 
WOULD LIKE TO AVOID SPECIFIC NUMBERS FOR TARIFF 
REDUCTIONS BUT WANT THIS TO BE ACCOMPANIED BY 
HARMONIZATION OF TARIFFS. BILL EBERLE AND I DID 
NOT RULE OUT SOME HARMONIZATION PROVIDED WE ACHIEVED 
SUBSTANTIAL REDUCTION IN A FRAMEWORK OF OVERALL 
RECIPROCITY. 

4. WE AGREED TO HAVE OUR EXPERTS BEGIN QUIETLY TO 
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ASCERTAIN WHICH ODTHE BEWILDERING ARRAY ARE IMPORTANT 
CANDIDATES FORTHE MULTILATERAL NEGOTATIONS. 

5. WE PROBED COMMISSIONER LARDINOIS ON HIS INTENTIONS 
REGARDING AGRICULTURAL POLICY URGING HIM TO FOLLOW 
OUR LEAD IN BEGINNING TO MOVETHE COMMUNITY TOWARDS 
A MORE MARKET- ORIENTED SYSTEM. LARDINOIS EXPLAINED 
THAT THE LARGE NUMBER OF FARMS IN EUROPE DID NOT PERMIT 
THE COMMUNITY TO PROCEED RAPIDLY TO A MARKET SYSTEM. 
ALTHOUGH IN THE LONGER RUN HE COULD FORESEE A 
SITUATION IN WHICH THE COMMUNITY MIGHT 

ABOLISH PRICE SUPPORTS AND VARIABLE LEVIES. HE 
REFUSED TO BE DRAWN OUT IN ANY DETAIL ON APPROACHES 
TO BE FOLLOWED IN THE MULTILATERAL NEGOTIATIONS 
ALTHOUGH HE CITED SEVERAL POSSIBLE AREAS - LIMITING 
EXPORT SUBSIDIES, CREATING BUFFER STOCKS, AND MOST 
INTERESTING, MARKET ACCESS ASSURANCES. HE TERMED 
IT PREMATURE NOW TO BEGIN EVEN INFORMAL 
CONSULTATIONS ON THE AGRICULTURAL ASPECTS OF THE 
TRADE NEGOTIATIONS. 

6. DURING THE CONSULTATIONS, LARDINOIS ANNOUNCED 
THE COMMISSION' SPROPOSALS TO THECOUNCIL FOR AGRI- 
CULTURAL PRICES. FOR THE FIRST TIME DUE TO THE RECENT 
EXCHANGE RATE CHANGES THE COMMISSION PROPOSED DIFFERENT 
PRICES FOR DIFFERENT COUNTRIES, WHICH GERMANY STANDING 
STILL WHILE FRANCE AND ITALY WOULD HAVE MODERATE 

PRICE INCREASES. IN HIS STATEMENT TO THE PRESS 
LARDINOIS MADE CLEAR THE COMMISSION WOULD BE REVIEWING 
THE ENTIRE POLICY AND WE GATHER THEY ARE NOW TRYING TO 
MOVE THE EC TO A SYSTEM OF INCOME PAYMENTS. ONE 
GATHERS FROM THE CONVERSATION THAT THE COMMISSION’ S 
PROPOSALS ARE CONSIDERED TO THE COURAGEOUS IN THE 
CONTEXT OF COMMUNITY POLITICS. IN MY JOINT PRESS 
CONFERENCE WITH SOAMES I READ A STATEMENT EXPRESSING 
MILD DISAPPOINTMENT IN THE GRAIN PRCE INCREASES, 
SATISFACTION IN THE STEPS BEING TAKEN TO INCREASE 
EUROPEAN MEAT PRODUCTION AND INTEREST IN LARDINOIS’ 
STATEMENT REGARDING POSSIBLE REFORM OF THE CAP. 
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FOR THE SECRETARY AND SECRETARY SHULTZ 
FROM UNDER SECRETARY CASEY 
E. O. 11652: GDS 

TAGS: CON, ETRD, ENRG, EAGR, EIND, US, EEC 

SUBJECT: MARCH 21-22 US- EC CONSULTATIONS: HIGHLIGHTS 

7. WE CLEARED UP SOME MISUNDERSTANDING ON THE GATT 
NEGOTIATIONS ON THE CONSEQUENCES OF THE ENLARGEMENT 
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OF THE COMMUNITY AND SET A TIMETABLE FOR CLEARING 
AWAY THE UNDERBRUSH SO THAT WE COULD HOPEFULLY REACH 
AGREEMENT ON THE AMOUNT OF OUR TRADE WHICH HAS BEEN 
IMPAIRED BY ENLARGEMENT BEGINNING IN MAY. IT IS 
CLEAR THAT THE COMMUNITY WILL INSIST ON THEIR LEGAL 
RIGHT TO BALANCE OFF THE TRADE IMPAIRED BY THE 
BENEFITS THAT WILL ACCRUE TO US. BILL EBERLE AND I 
STRESSED OUR VIEW OF THE GATT LEGAL POSITION AND 
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THE NEED FOR FULL COMPENSATION ON MAJOR ITEMS OF 
INTEREST TO US. 

8. WITH RESPECT TO THE EC AGREEMENTS WITH THE 
EFTA COUNTRIES, THEY CLEARLY RTHE COMMUNITY' S INDUSTRIAL 
POLICY. THE ATMOSPHERE WAS FRIENDLY AND CON- 
STRUCTIVE DESPITE THE FACT THAT THE DISCUSSION REVEALED 
SOME IMPORTANT CONTINUING DIFFERENCES. END SUMMMARY. 

2. TRADE. SIR CHRISTOPHER SOAMES CHARACTERIZED 

THE COMMISSION' S REACTION TO AN EARLIER PRESENTATION BY 
SECRETARY SHULTZ AND HIS TEAM ON TRADE LEGISLATION 
AS GUARDEDLY POSITIVE. THEY ARE CONCERNED ABOUT THE 
STICKS THAT ACCOMPANY THE CARROTS IN THE PACKAGE 
BUT ARE UNCERTAIN AS TO WHETHER THEY WOULD LIKE THEM 
TO BE DISCRIMINATORY OR NOT. THEY WOULD OBVIOUSLY 
NOT MIND IF THEY KNEW A DISCRIMINATORY STANDARD WOULD 
BE APPLIED TO JAPAN BUT WOULD HAVE A PROBLEM IF 
APPLIED TO ONE COMMUNITY COUNTRY. I STRESSED TO 
PRESIDENT ORTOLI AND TO SOAMES THAT MUCH WILL DEPEND 
ON THE IMPLEMENTATION OF THE LEGISLATION WHICH IN 
TURN WILL DEPEND ON THE EUROPEAN ACTIONS DURING 
THE TIME THE ADMINISTRATION IS PUSHING THE BILL THROUGH 
CONGRESS. 

3. THE COMMISSION IS IN AN ADVANCED STATE OF PRE- 
PARING ITS PROPOSED APPROACH TO THE COUNCIL. 

THEY TOO CONTEMPLATE SUBSTANTIAL LIBERALIZATION AND 
WOULD LIKE TO AVOID SPECIFIC NUMBERS FOR TARIFF 
REDUCTIONS BUT WANT THIS TO BE ACCOMPANIED BY 
HARMONIZATION OF TARIFFS. BILL EBERLE AND I DID 
NOT RULE OUT SOME HARMONIZATION PROVIDED WE ACHIEVED 
SUBSTANTIAL REDUCTION IN A FRAMEWORK OF OVERALL 
RECIPROCITY. 

4. WE AGREED TO HAVE OUR EXPERTS BEGIN QUIETLY TO 
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EXPLORE THE AREA OF NON- TARIFF BARRIERS TO 
ASCERTAIN WHICH ODTHE BEWILDERING ARRAY ARE IMPORTANT 
CANDIDATES FORTHE MULTILATERAL NEGOTATIONS. 

5. WE PROBED COMMISSIONER LARDINOIS ON HIS INTENTIONS 
REGARDING AGRICULTURAL POLICY URGING HIM TO FOLLOW 
OUR LEAD IN BEGINNING TO MOVETHE COMMUNITY TOWARDS 
A MORE MARKET- ORIENTED SYSTEM. LARDINOIS EXPLAINED 
THAT THE LARGE NUMBER OF FARMS IN EUROPE DID NOT PERMIT 
THE COMMUNITY TO PROCEED RAPIDLY TO A MARKET SYSTEM. 
ALTHOUGH IN THE LONGER RUN HE COULD FORESEE A 
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SITUATION IN WHICH THE COMMUNITY MIGHT 
ABOLISH PRICE SUPPORTS AND VARIABLE LEVIES. HE 
REFUSED TO BE DRAWN OUT IN ANY DETAIL ON APPROACHES 
TO BE FOLLOWED IN THE MULTILATERAL NEGOTIATIONS 
ALTHOUGH HE CITED SEVERAL POSSIBLE AREAS - LIMITING 
EXPORT SUBSIDIES, CREATING BUFFER STOCKS, AND MOST 
INTERESTING, MARKET ACCESS ASSURANCES. HE TERMED 
IT PREMATURE NOW TO BEGIN EVEN INFORMAL 
CONSULTATIONS ON THE AGRICULTURAL ASPECTS OF THE 
TRADE NEGOTIATIONS. 

6. DURING THE CONSULTATIONS, LARDINOIS ANNOUNCED 
THE COMMISSION' SPROPOSALS TO THECOUNCIL FOR AGRI- 
CULTURAL PRICES. FOR THE FIRST TIME DUE TO THE RECENT 
EXCHANGE RATE CHANGES THE COMMISSION PROPOSED DIFFERENT 
PRICES FOR DIFFERENT COUNTRIES, WHICH GERMANY STANDING 
STILL WHILE FRANCE AND ITALY WOULD HAVE MODERATE 
PRICE INCREASES. IN HIS STATEMENT TO THE PRESS 
LARDINOIS MADE CLEAR THE COMMISSION WOULD BE REVIEWING 
THE ENTIRE POLICY AND WE GATHER THEY ARE NOW TRYING TO 
MOVE THE EC TO A SYSTEM OF INCOME PAYMENTS. ONE 
GATHERS FROM THE CONVERSATION THAT THE COMMISSION’ S 
PROPOSALS ARE CONSIDERED TO THE COURAGEOUS IN THE 
CONTEXT OF COMMUNITY POLITICS. IN MY JOINT PRESS 
CONFERENCE WITH SOAMES I READ A STATEMENT EXPRESSING 
MILD DISAPPOINTMENT IN THE GRAIN PRCE INCREASES, 
SATISFACTION IN THE STEPS BEING TAKEN TO INCREASE 
EUROPEAN MEAT PRODUCTION AND INTEREST IN LARDINOIS’ 
STATEMENT REGARDING POSSIBLE REFORM OF THE CAP. 
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